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The University of Michigan Announces .- 
A PRE-BUSINESS CURRICULUM 


A curriculum has boen established within the College of Literature, Science, | 
the Arts at the University of Michigan, in cooperation wit! the School of Business qT 

Administration. This program is to be taken during the freshman and sophomore years, 

prior to admission to the School of Business Administration. — 

In essence, this program gpens a new door to the School of Business Administration. I¢ does 

not close any for the School will continue to admit students as at present on 

transfer from junior colleges or other institutions, 

the regular :program-of the College of Literature, Science, and the Arts. 

The new program will give the student a broad, cece al carat Al special pre-business 

— ee ity to explore and establish clearly his major educational 
tive 

The academic counselors of the pre-business students will be faculty members of the School 

of Business Administration. 


Students who complete two yeors of pre-business study in the Col of Literature, Science, 
and the Arts without enrolling in the pre-business curriculum, or have spent two years 
in the College of Engineering or in accredited colleges other than the University of Michigan, 
will continue to be admitted to the School of Business Administration as in the past. 
A full year of principles. of economics must be included in such two years of study, however, 
if the student is not to lose credit in the transfer. 


For further information write to the Director of Admissions, University of Michigan, Ann 
Arbor. Those who oa ready to enter the School of Business Administrotion os juniors 


the same manner as do all other students in the College of Literature, Science, and the ft 
Arts. They will not; however, be required to st a foreign language if they continue in q 
} 
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of the post-war problems and progress of Western Europe, 


| A compact account, by a thoughtful American businessman, 


and the economic outlook for that region 


Western Europe in 


the Summer of 1952 


HE importance of exports to European 

business makes more understandable the 
preoccupation of bankers, businessmen, and 
government officials with problems of inter- 
national trade, foreign exchange, and the 
chronic shortage of dollars, tariff barriers, and 
the tax and rearmament load. It is these prob- 
lems which most concern Western Europe to- 
day—and to a considerable degree, there is a 
feeling that their solution in the long run de- 
pends more upon the United States than upon 
Western Europe itself. To most Western 
European businessmen, their market is not 
limited to their own country. In large part, it 
extends beyond the borders of their own coun- 
try. Consequently, a level of business which 
is satisfactory to them depends most impor- 
tantly upon the level and vitality of the coun- 
try’s export volume. This is in such contrast 
to the general attitude and concern of the 
average American businessman or banker that 
it must be stressed and borne in mind in any 
examination of European business conditions 
today. 

A visit to Western Europe emphasizes the 
importance of export business to the economy 


About the author— 


A graduate of this University (A.B., 1923, with a 
certificate in Business Administration), a member of 
Phi Beta Kappa, and an honorary member of Beta 
Gamma Sigma, Mr. Donner is Vice President in 
charge of finance, of General Motors Corporation, 
and a member of several of the Corporation’s prin- 
cipal committees. 
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of each country. The continued industrial de- 
velopment and economic progress of each 
country must depend upon a continuation of 
a high level of trade and demand outside the 
borders of the country for the goods it pro- 
duces. 


Progress Since the End of the War 


It is difficult to evaluate the economic posi- 
tion of Europe today unless it is measured in 
terms of the progress since the end of the war 
seven years ago. In the summer of 1945, Wes- 
tern Germany and Italy faced economic col- 
lapse and starvation, while England, as well 
as the countries that had been occupied by 
Germany, had problems of physical rehabilita- 
tion which seemed tremendous. Currencies 
were in a precarious condition; normal trade 
channels were disrupted; food was scarce; 
and the maintenance of a bare subsistence 
level was, to a large degree, the immediate 
aim in many of the war-ravaged countries of 
Western Europe. 

Even as late as the spring of 1948, when 
“Marshall Aid” was first entering the picture, 
the economic outlook remained precarious. At 
that time, food itself was still very short in 
Western Germany, coal and steel production 
was only slowly being resumed, and little 
progress had been made in rebuilding indus- 
trial plants. The German currency was becom- 
ing progressively more worthless, and not 
until the creation of the Deutschmark and 


\ 
a 
: 1 


the revaluation of the old Reichsmark in June 
of 1948 was a sound currency substituted for 
what had become virtually a “cigarette cur- 
rency.” Europe’s real economic progress since 
the war thus covers barely more than a four- 
year period. 

The Korean war outbreak in June of 1950 
interrupted the rate of progress by the injec- 
tion of rearmament demands into the picture. 
Despite these factors, however, a high level 
of trade, both domestic and foreign, has been 
achieved in most of the countries of Western 
Europe; and the physical rebuilding, particu- 
larly in Western Germany and in Holland, has 
been most impressive. When we become con- 
cerned, as is natural, with an imbalance in 
foreign trade, with currency restrictions and 
import quotas, with coal and steel shortages, 
with unbalanced government budgets and high 
taxes, and with the myriad of uncertainties 
and worries that face Western Europe today, 
we should view the situation in relation to 
where it was either four years or seven years 


ago. 
Political Preoccupations 


Europe’s present problems can be broadly 
classified as (1) political, (2) economic, (3) 
financial, and (4) commercial. Although the 
problems do not fall neatly into these groups, 
nevertheless the classification is a convenient 
one for the present purposes and will serve to 
make the analysis somewhat easier to follow. 

In examining the present political outlook 
in Western Europe, we should recognize that 
there are certain underlying preoccupations of 
the Western European banker and business- 
man which run through much of the story. 
In the political area, these include the political 
pressure of Russia, the resurgence of Western 
Germany, and the political uncertainties in 
France. American decisions in international 
matters have become a matter of prime in- 
terest that to some degree seems to outweigh 
the underlying importance that these decisions 
should have. In each of these areas, it might 
be said that the “fear” of what may happen 
seems, unfortunately, to outweigh the “hope” 
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of what may be accomplished on the credit 
side. 


Economic Problems 


In the economic area, the maintenance of a 
high level of trade, particularly in the export 
area, takes first place in importance. Exports 
have become an important factor in most of 
these countries—particularly the sales made 
to the United States and other “hard cur- 
rency” countries—and it has become popular 
to ascribe many ills to the tariff and other 
barriers that face particular industries in ex- 
porting increasing amounts of goods to the 
United States in order to support the purchase 
of necessary materials from that country. 

Foreign trade has been expanded to rela- 
tively high levels, and much of the possible 
future economic progress may hinge on the 
ability to maintain a satisfactory level of pro- 
duction and employment. Only in Italy does 
any considerable unemployment problem 
exist; and a shortage of labor, as well as of 
productive facilities in such areas as steel 
production, is the rule rather than the excep- 
tion. 

As a consequence, the “softness” of a seller’s 
market is evident in many fields, accompanied 
by high costs, inefficiencies, and uneconomic 
ways of doing business (a close parallel at 
home is the use of high cost conversion steel). 
If a “shake-out” were to occur, some indus- 
tries and some countries would have a difficult 
period of readjustment to a lower level of 
prices and costs. What is most needed is a 
breathing spell when facilities can be ex- 
panded, costs and efficiencies brought into line, 
and trade channels formed that will ensure 
an economic movement of goods. 

The countries of Western Europe are so 
interdependent economically that, unlike the 
United States, they cannot sustain a high level 
of production and trade on an efficient and 
low-cost basis with competition effectively 
regulating the flow, unless barriers to trade be- 
tween countries can be more fully removed. 
Progress is being made, as evidence by the 
European Payments Union, the Organization 
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for European Economic Cooperation, NATO, 
the European Defense Council, and the Schu- 
man Plan, but much remains to be done. 

Aside from the normal pressures which 
operate to continue trade impediments, the 
two outstanding problems are probably the 
tendency for international economic coopera- 
tion in Western Europe to take a direction— 
implicitly, at least—toward cartelization 
rather than toward free competition; and the 
differences in the levels of basic wage rates 
and unit costs between countries that make a 
completely free interchange of products on a 
competitive basis difficult to effect. 

Financial Conditions 

In the financial field, unbalanced govern- 
mental budgets, weak currencies, and high 
taxes make it difficult to achieve the financial 
stability that would make economic progress 
more likely. The principal preoccupation is 
with the “dollar gap” or “dollar scarcity,” 
and the tendency is to blame the United 
States for the lack of dollars. Inflation is no 
longer such a powerful force in most coun- 
tries; and most currencies, other than the 
French franc, have an internal purchasing 
power that is being fairly well maintained. 
But the cost of government remains unduly 
high, complicated as it is by the rise in the 
cost of social welfare in most countries, and 
taxes constitute a burden that removes to 
some degree the normal incentives toward 
lower costs and prices and toward longer hours 
of work and greater efficiency. 


Commercial Progress 


It is in the commercial flow of goods and 
the creation of productive facilities since the 
war that the most progress has been made. 
Employment is generally high and there is 
no evidence of the problems that brought on 
the crises of 1930-33. Stores are well stocked 
and consumer goods are available in most 
countries on the Continent. On the whole, 
people are working and have jobs available; 
the product of the factories is being sold; 
and there is some economic “fat” available 
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for the further rehabilitation of war-destroyed 
plants and the creation of new productive 
facilities. 

With this as a general background, it 
might be worthwhile briefly to look at several 
of the countries. In doing this, we might bear 
in mind that the physical damage, as well as 
the cost of the war, bore most heavily on 
Western Germany, England, France, Bel- 
gium, and Holland; the loss of a colonial 
empire most upon England, Holland, and 
France; while Sweden and Switzerland felt 
the least impact. Belgium, for a number of 
reasons, has had the most rapid progress and 
the best foreign exchange position (aided by 
its holdings in the Belgian Congo) of those 
countries which were in the war. 


The Position of England 


England is facing one of the most serious 
financial crises in her history. The solution may 
require a lowering of the standard of living for 
the English as a price for the maintenance of a 
satisfactory level of exports for their products 
in a competitive market. Compared with pre- 
war, England has probably “come back” less 
than most of Western Europe, and its im- 
portance politically, financially, and trade- 
wise has been gradually receding for the past 
thirty years. The most consistent concern of 
Western Europe seemed to be for the future 
of England—a concern that was not, unfor- 
tunately, offset by any great optimism as to 
England’s being able to work out of the present 
impasse with any great speed or success. 

England’s basic problem is, of course, that 
it must import heavily if it is to eat and to 
produce manufactured goods. The Common- 
wealth has been cut back; some of its natural 
markets no longer afford a large volume of 
exports from England; and its foreign invest- 
ments no longer suffice to balance what was 
in earlier days an excess of visible imports 
over exports. Britain’s fundamental problem 
is, in essence, the necessity to cut imports or 
to increase exports enough to cure the present 
adverse trade balance that has been met to a 
large degree by dollar aid or by “living on 
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its fat.” Neither of these can continue in- 
definitely in the future. 

From the standpoint of the banker, the 
weakness of the pound in the foreign ex- 
change market due to the adverse balance of 
payments and the inflationary pressure on 
prices and wages are subjects of concern. 
These are, however, only effects rather than 
the basic trouble. The fundamental cure can 
be found only in a higher level of production 
with a lowering of unit costs. This cure is 
partly dependent on private capital invest- 
ment; partly on adequate industrial leader- 
ship; and partly on longer hours of work and 
increased productive efficiencies. In the face 
of these needs, there is instead a lack of indi- 
vidual incentives today, a lack of real com- 
petition in many areas, as we understand the 
term, an absence of free enterprise that can 
operdte without the constant government regu- 
lation and restrictions that still give evidence 
of continuing with changing governments. 


Controlling Inflation 


The current policy of the Bank of Eng- 
land is to combat inflationary tendencies 
above all else. This has brought with it a 
tightening of credit to the point where in- 
dustrial activity may have to cut back be- 
cause of lack of credit. In the financial area, 
domestically, this is having, at least tempo- 
rarily, the desired effect on the price level, but 
it is being accomplished at the expense of 
higher production levels or of expansion of 
productive capacity, and with the constant 
danger of wages being pushed up to bring 
on a new imbalance. 

Certain basic decisions must be made by 
England, and by the United States, before 
the picture can be clear. Today the business- 
man in England, particularly in an industry 
dependent upon steel and heavily engaged in 
export markets, is scarcely a free agent in 
making his own choice as to how he will con- 
duct his business, to whom he will sell, how 
much he will produce, where and how he will 
expand his plant, and so on. 

An important factor in England’s economic 
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recovery is how and when a free and con- 
vertible sterling market can be established, 
for not until then can there conceivably be 
a flow of private capital to England and a 
reestablishment of a free flow of trade. No 
longer is further devaluation of the pound an 
apparent solution, for regardless of short-term 
factors, a lower rate for the pound can only 
serve to increase the cost of imports which 
provide England’s food and the raw materials 
for England’s exports. 

If, in a more competitive world market, 
England’s costs become too high, the remedy 
is more apt to be an internal lowering of costs 
through deflationary measures than the short 
cut of currency devaluation. This does not 
mean that a lower-value pound might not 
develop due to technical pressure in the 
foreign exchange markets, or as a result of 
letting the pound seek its own level in a free, 
or reasonably free, exchange market; but it 
is difficult to see the long-term advantage of 
a pound further devalued by government ac- 
tion. Internally, the pound has a fair purchas- 
ing value; in current world markets, the cost 
level of England’s products is not unrealistic- 
ally high; and much depends on the efforts 
to effect a short-term balance in the movement 
of funds that would permit a breathing spell 
to be achieved. 

The present outlook in England does not 
invite private capital investment from hard 
currency countries. Until outside confidence 
can be restored, fundamental economic re- 
covery is bound to be slow and uncertain. 
Most informed opinion feels that, ultimately, 
severe and stringent measures will have to be 
taken that may well be reflected in a further 
lowering of the general standard of living, 
and that, in the meantime, most steps pro- 
posed are apt to be short-termed and pal- 
liative. 


Sweden and Denmark 


Sweden and Denmark are a contrast in 
politics. In Sweden, a coalition of the Labor 
(Socialist) and Farmer parties is pushing ag- 
gressively to the left, although the Farmer 
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element acts somewhat as a brake on any 
attempt to nationalize industries on a broad 
scale. Social welfare is well entrenched, and 
it is unlikely that any party could go back- 
wards in this area. Elections held in September 
did not materially change the balance of 
power politically. 

In Denmark, on the other hand, the con- 
servative party is in power, and will probably 
continue to give the country a government less 
radical and more orthodox than any other of 
the Scandinavian countries. 

Denmark is heavily dependent on the ex- 
port of farm products. Wood pulp export, 
which has had a soft price trend recently, is 
important to Sweden, and shipping is a large 
factor in both countries’ export business. 
Trade is heaviest with the sterling bloc and 
with Germany, while exports to the United 
States do not balance the required imports 
from that country. Before the war, trade with 
Eastern Europe was also important; and there 
is a definite desire to resume this as soon as 
possible. 

Sweden has felt considerable inflationary 
pressures since the war, and with new build- 
ing construction progressing at a high rate, 
these trends may be resumed. These conditions 
have brought continuing pressures for higher 
wages and in turn higher prices. Taxes are 
at a level which lessens individual incentives. 
For corporations, however, there is an incen- 


tive to expand since earnings are not subject 


to further tax to the stockholder until paid 
in dividends. Capital expenditures, formerly 
subject to tax write-off in one year, can still 
be written off in five years. 

As is the case generally, the shortage of 
exports to the U.S. brings preoccupation with 
the “dollar scarcity,” and in both countries 
this is a matter of great concern. Denmark, 
in particular, is doing everything possible to 
expand trade with the non-sterling area, but 
progress is slow. 


Belgium and Holland 


Belgium is one European country that is 
concerned with an exchange problem similar 
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to that of the U.S.—an excess of exports over 


imports is creating a foreign exchange prob- 
lem that is becoming embarrassing to the 
countries with which it is trading. Belgium’s 
position in the EPU makes it necessary for 
them to accept what is in effect delayed pay- 
ment for these excess amounts due, and their 
concern is with how other EPU members will 
eventually balance their position, recognizing 
the resulting effect internally. 

In spite of the Belgian trade position, there 
is a deficit in their trade with the U.S. and 
here, as in other countries, it is felt that one 
or more of three things must be done by the 
U.S.: (1) increase its imports from countries 
with dollar shortages; (2) increase its capital 


_ investments abroad, particularly through pri- 


vate channels; or (3) continue dollar aid. This 
is the basic position taken throughout Europe, 
and mirrors an attitude that it is the U.S. 
that must remedy its ways—and that the 


‘U.S. must do the helping since it has created 


the “dollar scarcity.” Whether these alterna- 
tives are the only available ones, time alone 
will tell. 

In Holland, there is a continuing adverse 
trade balance, with the post-war loss of Indo- 
nesia being a considerable blow to Dutch 
foreign trade. The dollar scarcity has limited 
sharply their import of American goods, and 
lack of dollar exchange continues. Trade with 
England and with Germany remains most im- 
portant. As was the case in 1948, Holland is 
most anxious about the progress that Ger- 
many is making economically, since so much 
of their trade depends upon it. In contrast 
with the Belgians and the French, who watch 
Germany’s political resurgence with some 
trepidation, Holland feels that an economical- 
ly strong Germany can heal much of Europe’s 
economic ills whether or not unification with 
Eastern Germany is effected. 

The Low Countries have not yet achieved 
the economic union that Benelux was expected 
to effect, and the difference in real wage rates 
between Belgium and Holland, combined with 
the very great difference in the technical posi- 
tion of their currencies foreign exchange-wise, 


makes a close economic union somewhat 
doubtful for the near future. Neither Belgium 
nor Holland could be expected to maintain the 
value of their currencies if England dropped 
the value of sterling, although Belgium might 
be expected to follow to a lesser degree than 
Holland. Both countries seem to be pessimistic 
about England’s ability to solve its present 
problems, and they do not look for a strong, 
or even a free or convertible pound in the near 
future. 


Western Germany 


The physical progress of Western Germany 
in four years is amazing. Bricks and mortar, 
to date, tell much of the story, but from now 
on the progress is more apt to be made in the 
area of machinery replacement, betterment of 
manufacturing methods, and lowering of costs. 
Working hours are long, and much of the 
rehabilitation effected has been done only by 
long hours of work: Food is more plentiful, 
and the obtaining of a minimum level of food 
subsistence is no longer the major preoccupa- 
tion of the working force. 

It must be recognized, however, that the 
future depends on a consolidation of eco- 
nomic and political progress on a sound basis. 
Real wage rates remain very low, and there 
is still not much of a margin above a mini- 
mum subsistence living level. Capital for long- 
term use is practically non-existent, and there 
is no capital market beyond a limited amount 
provided by banks for short-term commercial 
use. 

Exchange-wise, the time for a convertible, 
free mark remains well in the future, par- 
ticularly as it affects the ability to freely 
remit profits on outside capital invested in 
Germany. Germany’s great need is for private 
dollar capital investments; yet it can do little 
to attract such capital or provide for its servic- 
ing. The lack of long term capital locally is 
apt to bring a crisis if foreign trade diminishes, 
and foreign exchange becomes scarce. 

Without dollar help in some form, Germany 
could be expected to further tighten its pro- 
tective measures over the mark in the foreign 


exchange market. Yet the internal value of 
the mark is being well maintained, and in- 
flation in prices seems to have been stopped 
for the present, at least. There is no unem- 
ployment, except for that created by refugee 
immigration. Together with the housing prob- 
lem, these probably constitute Germany’s 
greatest current economic problems. 


Switzerland 


Switzerland is the only Western European 
country with a stable currency that has more 
than maintained its value vis-a-vis the dollar. 
Heavy investments abroad and tourist spend- 
ing augment a satisfactory level of exports in 
maintaining a balanced foreign exchange posi- 
tion. Business is good, and there is a shortage 
of labor that is met in part by bringing in 
Italian labor on temporary working permits. 

Swiss capital is being invested today largely 
in the United States and in Canada. Little 
money is going into Western Europe, and 
there is no evidence of a willingness to risk 
funds in Western Germany. Politically, Swiss 
policy is to maintain neutrality at all costs, 
so that Switzerland has remained aloof from 
NATO, EDC, and similar combinations. The 
Swiss are concerned with restrictions on trade 
with the U.S., and in the summer the matter 
of chief interest was the attempt to restrict 
the import of Swiss watches by the United 
States through a duty increase. 

Switzerland does not seem unduly per- 
turbed about danger of war with Russia. The 
greatest Communist danger, in its estimation, 
lies in Italy if the present unemployment 
grows and the economic situation there fur- 
ther disintegrates. The English crisis is viewed 
as the most serious danger at present—one 
that can be met only by longer hours of work, 
a lower standard of living, and more goods at 
lower unit costs. Because Russian aims seem 
to be centered on the East rather than the 
West, there is a feeling that Russia will be 
satisfied with a buffer state protection in 
Eastern Europe and will not press westward 
at the risk of war. 
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France 

France is one of the major puzzles of 
Western Europe. Weak, divided, and impotent 
politically, it is still, raw material and agri- 
cultural-wise, the richest and most self-suffi- 
cient country in Western Europe. Internal 
prices are high, even in terms of a greatly 
depreciated currency, yet business remains 
good and there is no unemployment evident 
as yet. Actually, France today is more wor- 
ried about how England is going to work out 
its present crisis. 

To a considerable degree, the stability of 
the French franc may depend more upon 
measures taken internally to stabilize the 
economy and bring hoarded gold out of hiding 
than upon the movement of French goods in 
the export market and the technical pressures 
upon the French franc in the foreign exchange 
market. There seems to be a definite feeling 
in France that internal economic progress 
since the war has been fundamental and real, 
and that for Western Europe as a whole, there 
is a basis for a continued prosperity. 

France has been living so long in the 
shadow of a falling franc that little worry 
seems to be directed at whether the franc 
should or could be revalued or stabilized at 
350 or 400 or 450 to the dollar. The farmer, 
the businessman, and the wage-earner do not 
appear to have been too badly hurt by de- 
valuation and inflation. The bondholder and 
the “rentier,” the pensioner, and the govern- 
ment bondholder have been so badly hurt 
that no more does much attention seem to 
be given them. Neither the extreme right nor 
the Communist left has any great political 
power and so France continues to live nor- 
mally, though in an oddly unstable and im- 
potent political state. 


The General Trends 


Politically, Western Europe continues, in 
general, to drift to the left with social welfare 
legislation, highly progressive taxation, and 
unbalanced government budgets the order of 
the day. There is no strong leader among the 
nations of Western Europe today. War with 
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Russia is not felt to be imminent or probable 
—so far as actual provocation by either side 
is concerned—and most forward planning is 
done on the basis of a continuation of an 
uneasy truce or a cold war atmosphere. 

Economically, Western Europe should be 
judged as much by comparison with where it 
has come from as by where it is. The visible 
physical progress in rebuilding and the like, 
the volume of industrial production, the level 
of employment, and the living standard for 
the rank and file have definitely improved 
everywhere. On the whole, it appears that 
people are working well, that there is work 
for everyone and that goods are once more 
being produced for a market which remains 
hungry for still more goods. For the short 
pull, the progress has been outstanding. 

Fer the long pull, however, there is need 
for the provision of more individual incentives 
under an ever-increasing tax burden, for more 


‘free enterprise in a world which restrictions 


and regulations become more and more preva- 
lent, for more active competition in the face of 
trends toward government-inspired carteliza- 
tion and state nationalization of basic or key in- 
dustries. Much can still be accomplished if (1) 
political developments do not lead to war or 
other disastrous results; (2) the level of pro- 
duction continues to be sustained by a high 
level of effective demand and (3) the flow of 
foreign trade remains at sufficiently high levels 
to prevent sudden foreign exchange crises. 


The Gloomy Financial Outlook 


Financially, the picture is perhaps the most 
gloomy. Most countries face an unfavorable 
trade balance as well as unbalanced govern- 
ment budgets. Inflation must still be con- 
sidered a potential threat in most countries, 
but at the moment rising prices are not as 
evident as they were in earlier periods since 
the war. A slackening in the level of foreign 
trade may bring a sudden crisis anywhere; a 
reduction in dollar aid may cause import re- 
strictions that start a downward spiral; steps 
taken by England to balance its trade and to 
“disinflate” internally may have widespread 
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effect. A free and convertible English pound, 
French franc, or German mark seems far off 
today; and no country is willing to take the 
lead in taking a plunge off the dock. 

As a long-term substitute for a continua- 
tion of dollar aid there seem to be urged only 
two alternatives. The first is for the U.S. to 
encourage imports and remove tariff barriers, 
and the second is for the U.S. to find means 
of encouraging private capital investment in 
Europe. The first seems politically doubtful 
in the U.S. today; the second seems doubtful 
of achievement on the basis of any incentives 
or outlook for the future that can be presented 
to the American businessman for investment 
in Europe. As an example, since no European 
businessman today wants to risk new outside 
funds in Germany, it is hard to see how the 
American businessman can become very en- 
thusiastic if new dollar investments are con- 
templated. 


The Commercial Outlook 


Commercially, it must be recognized that 
trade is continuing at relatively high levels; 
the demand for goods is high and, so long as 
the U.S. economy continues at a good rate, 
Europe should have a good level of business. 
Profits have generally been good, and a good 
proportion is being plowed back into the busi- 
ness since tax legislation generally, either di- 
rectly or indirectly, encourages the reinvest- 
ment of profits in fixed assets. 

The one disturbing element in the general 
commercial picture is the degree to which 
Western Europe is dependent upon a high 
level of foreign trade, particularly to the “hard 
currency” countries, and to the quick and 
sharp effect upon the internal economies that 
a slackening in foreign trade could have. In 


this respect, only France could anticipate a 
self-sustaining internal economy approaching 
that of the U.S. 

The particular danger spots to be watched 
are the present English financial crisis; the 
steps taken to stabilize the French franc; and 
the ability of the other countries to secure a 
balancing of their foreign trade before the 
EPU has run its course. In all three elements, 
much depends upon the present level of busi- 
ness continuing, for Western Europe is like 
the bicycle rider who has no trouble so long 
as he keeps going. The key problem is whether 
countries like Western Germany can secure 
the long-term capital required to put the cap- 
stone on their present progress toward a bal- 
anced and functioning industrial system. 

For the longer term, the question of ex- 
panded productive capacity depends upon the 
generation of increased capital within the 
country, through the reinvestment of profits 
and reserves or through borrowing. The latter 
will come relatively slowly, so that planning 
must be based on what the country’s internal 
resources will provide. In both England and 
Germany, it will depend in part on govern- 
ment policy in encouraging expansion in in- 
dustries that provide a high proportion of 
exports. 

If some of the current problems seem dif- 
ficult, we should remember some of the gloom 
of 1947-1948 that was not followed by all 
the unfavorable results that then seemed pos- 
sible. Many of today’s difficulties are short- 
range and technical rather than fundamental, 
and may be surmounted in the long run if no 
major political or economic disaster is en- 
countered. If the latter occurs, the problems 
of Western Europe may well seem minor com- 
pared with our own. 
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Advantages, disadvantages, and trends in the development 


of a new type of retail operation 


Suburban Branches: | 
A New Trend in Retailing 


ETAILING is a dynamic business. Al- 
though most forms of retail stores are not 
new, the importance of various types of retail 
outlets is continually changing. The growth 
of cities in the last half of the nineteenth 
century brought downtown department stores 
to the front as an important type of retailer. 
Improved railway transportation and parcel 
post gave impetus to the growth of mail order 
houses. 

During the first quarter of the twentieth 
century, the development of automotive trans- 
portation and improved highways enabled 
chain stores to reach even the small towns 
through the country. Before these develop- 
ments adequate supervision of a widespread 
chain of country stores by the central execu- 
tive offices was impractical. 

This invasion of the country districts by the 
chains threatened the security of the mail 
order houses who drew most of their business 
from the residents of small towns and the 
rural areas. Some of the mail order houses, 
notably Sears Roebuck and Montgomery 
Ward, established chains of stores as a hedge 
against the decline of their mail order sales. 
Although not needed as a hedge the retail 
stores of the mail order houses have enabled 
them to maintain their positions of leadership 
in the retail field. 

The depression of the early nineteen thirties 
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gave an opportunity for a rise in the import- 
ance of the cheaply operated self service super 
market that one might find located in a vacant 
factory building on a railroad siding. Favor- 
able public acceptance of the super market, 
together with a trend toward higher labor 
costs and a scarcity of sales help, have con- 
verted these stores to the new type of palatial, 


‘but not so cheaply operated, super market of 


today. 

Except for the continuous preference of 
large groups of consumers to patronize each 
of the foregoing types of retail outlets, none 
at the present time would be important. To- 
day most of them have reached a degree of 
maturity where they no longer enjoy the lusty 
growth or economies of their earlier years. 


_ Each developed in an economic climate that 


for a time was especially suited to a particular 
type of retailing. Once mature, each must 
struggle to maintain its important position in 
the retail field. 


Growth of Suburban Stores 


Since World War II the economic climate 
has favored suburban stores in the outlying 
districts of our larger cities. These postwar 
stores are not established on the hit or miss 
basis of the nineteen twenties and thirties, but 
are usually found in highly integrated shop- 
ping centers, so large and diversified as to 
compete strongly with the large downtown 
department stores for the patronage of the 
suburban resident. 

Among the retailers found in the suburban 
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markets are small independent stores usually 
operated by the more skilled of the inde- 
pendent merchants, national and regional drug 
and food chains, and, in the larger markets, 
well known chain department stores including 
Sears Roebuck, Montgomery Ward, and J. C. 
Penney, as well as outlets of local chains such 
as Federal of Detroit and Wieboldt’s of Chi- 
cago. 

To meet this new competition or perhaps 
to checkmate it, many downtown department 
stores either have opened or are contemplating 
the establishment of suburban branches. At 
the present time, for example, 28 department 
and specialty stores in the New York metro- 
politan area are operating a total of 62 sub- 
urban branches. Six more are in the planning 
stage or under construction. For the country 
as a whole an authoritative estimate made as 
of June, 1951, reports 251 strictly suburban 
branches owned and operated by 98 good 
downtown stores in our larger cities. 


How Suburban Branches Are 
Operated 

Technically, branches are not chain store 
units with merchandise supplied from a cen- 
tral warehouse and with supervision from a 
central office. Rather, they are extensions of 
the merchandise departments of the parent 
store with the buyers of the parent store 
buying for and supervising the merchandising 
at the branch stores. 

Branches are not limited to local suburbs. 
La Salle and Koch of Toledo has a branch 
in the neighboring city of Bowling Green and 
plans for another in Findlay some 35 miles 
from the parent store; Saks-Fifth of New 
York City has branches in Detroit and other 
larger cities. All these branches have one 
thing in common: the merchandise for these 
branches is selected from the merchandise in 
the departments of the parent store or is 
bought especially for a branch by the organi- 
zation of the parent store. 

Projections or extensions of parent depart- 
ments are common within department stores. 
For example, the leather goods department 
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on the first floor of a large store may display 
and sell leather bags on the third floor ad- 
jacent to the shoe department. This activity, 
which is termed a lateral extension, is done to 
increase ‘the sale of leather bags through mak- 
ing their purchase more convenient to shoe 
customers who may want a matching bag. The 
difference between this method of increasing 
sales and the use of branches is primarily in 
the distance of the point of sale from the 
parent department. 


Historical Growth 


Suburban branches of large department 
stores are not new, but until recently have 
been relatively unimportant. Several Boston 
stores opened branches in nearby cities during 
the 1920’s. Branch store history in New York 
City traces its beginning to 1929 when Best 
and Company opened in Garden City. B. Alt- 
man and Company was next with a branch 
in White Plains. Branches by other stores fol- 
lowed slowly and were considered largely as 
an experiment. 

Farther west Marshall Field and Company 
of Chicago stepped out boldly with large and 
expensively housed branches in Evanston and 
Oak Park. For years the pros and cons of 
branches were argued with no decisive con- 
clusions. Suburban branches were something 
a large centrally located department store 
could have or do without with no particular 
effect on net profits. 

But since World War II the pressure has 
been rising in favor of suburban branches. In 
fact, the climate has been so auspicious that 
in many instances the good judgment of re- 
tail executives may be blinded by the com- 
petitive urge to get branches established. 


Reasons for Urgency 


Besides the immediate possibility of an- 
other war that would cause the indefinite post- 
ponement of the establishment of branches, 
the downtown metropolitan department stores 
are faced with facts that indicate a maturity 
and a probable decline in their importance in 
metropolitan trading areas. Illustrative of 
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these facts is the situation in the metropolitan 
Chicago district. From 1935 to 1948 retail 
sales in the Loop district declined from 26 
per cent of total Chicago retail sales to 18 per 
cent. For 1952 the estimates by some retailers 
bring Loop sales down to 15 per cent of total 
city sales. During the period 1935-48, Loop 
stores increased their sales by only 90 per 
cent, while neighborhood stores, both in Chi- 
cago and in the Chicago metropolitan district, 
upped sales by 330 per cent. No wonder the 
large downtown stores are concerned about 
their future! 

Within their downtown stores they have 
found no practical way of meeting this grow- 
ing competition. The alternative is the estab- 
lishment of branches to secure a share of the 
rapidly increasing volume of suburban retail 
sales. 


Causes of Growth 


The increasing importance of suburban 
stores is the result of complex and _ inter- 
related changes in our social and economic 
life. Among the more important are the fol- 
lowing: 

1. In most large cities during the past dec- 
ade the population in residential districts im- 
mediately adjoining the central retail business 
section has decreased. The phenomenal growth 
of these metropolitan areas has been in the 
populations of their suburbs and in contiguous 
towns. For example, in Detroit the central 
“downtown” area enclosed in the sector 
bounded by Woodward Avenue, McNichols 
Road (Six Mile Road), and Grand River Ave- 
nue had a population of 447,000 in 1940 and 
a population of only 432,000 in 1950. If this 
sector is extended to the Oakland County line, 
the added outlying area had a population in- 
crease from 84,000 in 1940 to 200,000 in 
1950. These 116,000 new residents in the De- 
troit area are at least six congested miles from 
the downtown stores. Their buying power is 
sufficient to support the profitable operation 
of several department stores that in size would 
compare favorably with most of the stores in 
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the downtown district. No wonder the J. L. 
Hudson Company is establishing the first of 
its new branches in this area. 

2. This growth has increased consumer 
buying power in many closely knit suburban 
communities to the point where it can now 
support large retail stores capable of offering 
selections in merchandise and giving services 
which approach the standards of large down- 
town stores. It is axiomatic that retailers fol- 
low consumer buying power. To the extent 
that downtown retailers do not establish 
branches other types of retailers will open 
stores in the suburbs. The competition is not 
between the branch and its parent downtown 
store but is between the branch and other 
suburban stores. 

3. Most suburban families now own an 
automobile and thus are no longer dependent 
upon public transportation for their shopping 
activities. The automobile enables them to 


- drive to suburban markets that are otherwise 


inaccessible; free and adequate parking at the 
markets increases the ease and convenience 
of suburban shopping. 

4. The improvements in highways leading to 
the central shopping district and the develop- 
ment of parking facilities in these districts 
have not kept pace with the increase in the 
numbers of autos and trucks used on the 
arterial highways and in the downtown area. 
In addition, public transportation in many 
large cities is unsatisfactory. As a result, going 
“downtown” to shop affords less pleasure than 
formerly and, with large suburban shopping 
centers conveniently at hand, becomes less 
necessary. 

A characteristic of consumer buying is that 
other things being equal the public tends to 
buy at the most convenient retail stores. Most 
suburban shopping centers cannot offer the 
wide selection in merchandise or glamour of 
the downtown shopping area, but within the 
last fifteen years the scales have gradually 
tipped in favor of suburban stores to the point 
where downtown stores fully recognize and 
may even overestimate the importance of this 
new competitive factor. 
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Weaknesses of the Suburban 
Retailer 

Probably one of the most important weak- 
nesses of large suburban shopping centers, 
such as the Skokie development sponsored by 
Marshall Field and Company, is their depend- 
ence on private automotive transportation. 
The Skokie development, sixteen miles north 
of the Chicago Loop, is planned to accom- 
modate annual retail sales of $70 to $100 
millions. To attain this volume the shopping 
center must attract many customers who will 
have to drive as far to shop at Skokie as to 
reach the Loop. Driving will be easier to 
Skokie, and convenient, inexpensive parking 
is provided. But public transportation is 
pointed primarily to downtown Chicago. 
Shoui4 gasoline supplies fail or the expense 
of auto ownership and operation advance 
beyond the reach of the average suburbanite, 
Skokie will be isolated and the “Loop” will 
again become the most convenient shopping 
district for these distant customers. 

A second weakness is found in the number 
and size of new suburban shopping districts 
being planned by retailers and realtors. This 
can result in too many and poorly located sub- 
urban shopping districts with many parent 
stores being burdened rather than helped by 
their newly established branches. 

Third, the large downtown stores are not 
ready to admit defeat in their competitive 
struggle with the suburbs. To date they have 
not suffered a decline in sales, but they are 
not securing their “reasonable” share of the 
additional business brought to the metropoli- 
tan area by the increase in suburban popula- 
tion. 

To attract more customers the downtown 
stores are resorting to night openings, free 
parking near the perimeter of the central 
shopping districts with convenient shuttle bus 
service to the stores, telephone and mail order 
solicitations to those who do not visit the 
stores, and other schemes that are more or 
less effective. In their struggle for business, 
the downtown stores are aided by important 
political and business interests who would 
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suffer at least taxwise should the central 
retail districts disintegrate. These interests 
may be expected to aid in improving transpor- 
tation facilities to the central retail districts 
and to engage in other activities that improve 
the competitive position of the downtown 
stores. 


How Profitable Are Suburban 
Branches? 


Suburban branches are a profitable hedge 
for the downtown stores. All available re- 
search reports on the subject, although not 
conclusive, indicate more profitable operations 
for the typical branch than for ‘its parent 
store. John Guernsey, in a series of articles 
in the Department Store Economist, reports 
from his own research that suburban branches 
had in 1950 expenses 6.2 per cent less and 
net profit 10.5 per cent greater than the 
big downtown stores that owned them.' But 
Guernsey’s calculations let the suburban 
branches ride on the coat tails of their down- 
town parents. Buying and advertising costs 
for the branches are each less than 1.0 per 
cent. This gives the branches an advantage of 
over 6.0 per cent in expense. The margin of 
branches is over 4.0 per cent greater than the 
margin of the parent stores. The result is the 
10.5 per cent greater net profit for the 
branches. But the added margin is secured 
through the branches returning unsalable mer- 
chandise to the parent store and letting it take 
the markdowns and lower margin in selling 
this merchandise to the public. In other re- 
search it has been found that downtown de- 
partment stores with branches had a slightly 
larger percentage of net profit than compar- 
able stores without branches but the differ- 
ence was too slight to have any statistical 
significance. No recent research has found 
branches unprofitable. 

Thus, it would appear that branch opera- 
tions are profitable now and if expansion of 
the suburban shopping movement should 
finally destroy the profitability of the large 
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downtown stores, these stores may have pro- 
tected themselves to a slight degree through 
establishing their own suburban branches. 


What Future Trends? 


One would be foolish to forecast the dis- 
integration of the central shopping centers of 
our larger cities. They are losing some of their 
importance through the rise of the suburban 
shopping centers, but they remain the focal 
point that can be reached most easily by the 
greatest number within each metropolitan 
area. Should any suburban shopping center 
approach the importance of the downtown 
shopping area, it will have the same problems 
in maintaining its position as a shopping cen- 
ter. For instance, at one time Evanston was 
a nice comfortable suburb in the Chicago 
metropolitan area. Today Evanston is only 
nominally a suburb. As a retail center Evans- 
ton has many of the same problems as the 
Loop. The competitive struggle for the retail 
business of the new suburban areas now ex- 
tends far north and west of the city. Evanston 
merchants now have about the same incentives 
to establish branches as the Loop stores. 

If patterns evolving from past competitive 
struggles forecast the future, then it may be 


w NOVEMBER, 1952 


said that large centrally located department 
stores will continue to be the leading stores 
in each metropolitan city. In their maturity 
the physical sales of these stores as a group 
may be expected to level off at approximately 
their present physical volume. Most of the 
growth in retail sales volume may be expected 
in the suburban districts. Thus what is being 
added to our economy is not a new type of 
retail institution to supplant an old, but rather 
the addition of a new type that will give a still 
wider range of retail institutions from which 
each consumer can select the particular type 
that best fits his own particular needs. 

In establishing suburban branches the 
downtown department stores are following a 
policy comparable to that of the large mail 
order houses in their establishment of a chain 
of retail stores to supplement their mail order 
business. This policy has been very success- 
ful, both in profits earned and sales volume 


’ secured by the chain store divisions, and the 


mail order part of the business has remained 
highly profitable. Perhaps the downtown de- 
partment stores with suburban branches may 
not fare as well as the mail order houses but 
to date there is no evidence that this new 
venture will be less successful. 
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MICHIGAN BANK DEBITS 
12 CITIES — LOWER PENINSULA 
( ADJUSTED FOR SEASONAL VARIATION ) 
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BANK DEBITS—THE MOST INCLUSIVE MEASURE OF BUSINESS ACTIVITY—The erratic | 
variation of bank debits since Korea continues without discernable trend at its current high level. 
Pre-payment of corporate taxes and payments on defense contracts probably account for the 
increased variation. 
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UPPER PENINSULA BANK DEBITS—Resumption of ore shipment was followed by recovery in 
bank debits to a new high. 
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ELECTRIC POWER CONSUMPTION 


(INDUSTRIAL ) 


™ TEN MICHIGAN CITIES 


1947 


1940 


POWER CONSUMPTION-—Following the steel strike, electric power consumption reached an all- 
time high. The increase was fairly uniform throughout the state. 


MICHIGAN EMPLOYMENT 
(WAGE @ SALARY WORKERS ) 


1946 


1947 
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EMPLOYMENT-Impact of the steel strike on employment was temporary. Present employment 
levels are nearly the same as those of a year earlier. 
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the success of conferences, as measured by their productivity, amount of 


Herewith the results of a scientific study of the factors that determine 
agreement, and satisfaction derived by participants 


Conference Leadership 
Which Stimulates Teamwork 


OME three years ago the Office of Naval 
Research sponsored at the University of 
Michigan a research project for the purpose 
of acquiring more accurate understanding of 
what occurs in a conference and what factors 
influence its productivity and the satisfaction 
which individual members receive from it. 
The project involved the observation and 
study of conferences conducted under normal 
operating conditions, largely within a 200- 
mile radius of Ann Arbor. Also some confer- 
ence groups which involved government per- 
sonnel were studied in Washington. Most of 
the data, however, resulted from observations 
of industrial and business conferences. 

In each instance, a three-man team inter- 
viewed the leader in advance of the conference 
to learn more about the background of the 
conference group and the individual conferees. 
During the conference proper, the three men 
observed what was going on in the conference 
without participating in the discussion in any 
way. Immediately after the conclusion of the 
conference each conferee was interviewed in- 
dividually to obtain his reaction to the con- 
ference, what he liked and disliked, how he 
felt about the productivity of the conference 


About the author— 


Dr. Heyns is Assistant Professor of Psychology at 
the University of Michigan and Coordinator of the 
Conference Research Program instituted by the US. 
Navy. This paper was presented at a conference on 
industrial relations sponsored by the Bureau of In- 
dustrial Relations of this School. 


16 


Roger W. Heyns 


and how such decisions as were reached ap- 
pealed to him. 

In addition to the above studies of typical 
routine business conferences, some twenty 
conferences were specially arranged and ob- 
served. In these an attempt was made to con- 
trol every variable except one. 

The accumulated observations, interview 
results and other data have been under study 
for several months. It is the purpose of this 
paper to present some of the more significant 
findings and conclusions. 


Factors Affecting the Satisfaction 
of the Members 


We often hear the comment made “every- 
body calls conferences but nobody likes 
them.” It is highly probable that this ex- 
pressed dissatisfaction stems to a considerable 
degree from the confusion which often exists 
respecting the objective or objectives of a con- 
ference. This leads to post-conference state- 
ments such as “we didn’t do what I expected 
we were going to do.” Conferees are inclined 
to believe naively that conferences are called 
to accomplish one purpose only, and that 
purpose the one in which they are particularly 
interested. Observations made in this study 
support the conclusion that this is rarely true. 
Very few meetings were observed which were 
called to accomplish a single purpose such as 
decision-making. In almost every conference 
called for the purpose of making a decision, 
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for example, the conference functioned also 
as a means of disseminating information and 
communicating it up or down the administra- 
tive line. 

In other examples, conferences called to 
explore a given problem were actually ac- 
complishing the objective of gaining aware- 
ness of the conferees of the existence of the 
problem and gaining better understanding of 
its ramifications. Examples were also found 
of conferences called presumably to make a 
decision but which were in fact merely deci- 
sion-approving conferences. In these instances 
the decision had already been made at a 
higher level in the organization or by the ex- 
ecutive who called the conference. The real 
function of the conference was to secure ac- 
ceptance by the conferees of the predeter- 
mined decision in the hope that they would 
willingly cooperate in carrying it out. 

Causes of Dissatisfaction 


The results of this study would indicate 
that failure of conference members to ap- 
preciate the several functions of conferences 
is a potent source of their dissatisfaction with 
such meetings. As one example, a conference 
member may come to a meeting anticipating 
that a decision will be reached. If it fails to 
materialize he is dissatisfied. He fails to notice 
that other kinds of objectives were being ac- 
complished, such as achieving better under- 
standing of an existing problem and communi- 
cation of relevant information bearing upon 
the problem. 

Occasionally a second source of member 
dissatisfaction is the fact that the real task 
of the conference group has not been made 
clear. Not knowing the real purpose of the 
meeting, individual members are inclined to 
pursue different objectives simultaneously. 
Some members may be pushing for a decision 
while others are merely interested in gaining 
more understanding about the problem. The 
resulting confusion slows up the productivity 
of the group discussion. 

At times a further difficulty arises from the 
failure of the conference leader to recognize 
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that he must behave differently when pursu- 
ing each of these objectives. He should recog- 
nize that he should proceed in one way when 
the group is exploring a problem and that he 
should proceed differently when the group is 
attempting to reach a decision. In a multiple- 
function conference the leader and the group 
members must adjust their behavior to the 
task which they are undertaking at the time. 

A third factor which influences the satis- 
faction of a member with a given conference 
is whether the decision reached appeals to 
him as being a good one. In the post-confer- 
ence interviews we asked each conferee “How 
satisfied were you with the decision arrived 
at in this meeting?” If the conferees felt that 
the decision was of good quality, that the 
probability of its working out successfully was 
great, they expressed satisfaction with the 
conference. They expressed willingness to exe- 
cute the decision and were motivated to do 


‘so by their satisfaction with it. 


A fourth condition which was found to be 
importantly related to satisfaction was the 
interpersonal relationships between the group 
members. How well they liked one another, 
how much friendliness existed in the group, 
how much unity there was in the desire to 
reach a given decision, had a distinct influence 
on their feelings of satisfaction or dissatisfac- 
tion with the conference. The absence of hos- 
tility, the friendliness of the conference en- 
vironment, and the mutuality of goals deter- 
mined the cohesiveness of the group. Where 
this cohesiveness factor was high the group 
expressed great satisfaction with the meeting. 

A fifth factor which has a bearing upon 
satisfaction with a conference is the degree 
to which the members are pursuing self- 
oriented needs as distinguished from task- 
oriented behavior. Self-oriented members be- 
have in response to such feelings as “What 
is in it for me?” or “What can I say which 
will bring attention to myseif?” and “Will this 
solution cause me difficulty and what will it do 
to my department?” Those who viewed the 
conference in this light behaved in a manner 
which would best satisfy their individual 
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needs. If several members express this attitude 
in a conference, the discussion becomes less 
task-oriented, and satisfaction with the con- 
ference is poor. On the other hand, if the 
members are task-oriented, and they center 
their attention upon the problem itself instead 
of trying to satisfy their individual needs, they 
rate the conference favorably. 

This particular finding suggests the careful 
structuring of the conference by the leader 
to deemphasize those factors which are likely 
to arouse the fears, insecurity, and defensive 
attitudes of any of the conferees. In this way 
he will tend to minimize self-oriented be- 
havior on the part of the group members. 


Leader Behavior and Member 
Satisfaction 


In planning this conference research project 
we set as one of our objectives the determina- 
tion of what kinds of leader behavior cor- 
related with member satisfaction with the con- 
ference. One such area of leader behavior 
which was studied was the amount and kind 
of control that the leader exercised over the 
group during the conference. It became evi- 
dent that a conference leader can exert two 
types of control over a conference. First, he 
can control the actual content of what is dis- 
cussed, dictating what is permissible to say 
and what is not permissible, and which solu- 
tions appeal to him and which do not. A 
second type of control which the leader can 
exert is control over the manner in which the 
group goes about its business. Here he is 
exerting control over the process and pro- 
cedure and not the content of what is being 
said. His function in this second instance is 
that of organizing and mobilizing the group 
to attack a problem objectively. 

It was found that where groups expressed 
much satisfaction with a conference the leader 
exercised a considerable amount of procedural 
control as distinguished from content control. 
The amount of control which the leader exer- 
cised over the content of the conference did 
not seem to be significantly related to member 
satisfaction with the conference. 


It was observed that conference groups 
which expressed a high degree of satisfaction 
conducted their discussions in a leader-cen- 
tered manner. Most of the member statements 
were directed to the leader, rather than to 
other members. Leaders whose conferences 
achieved member satisfaction kept the group 
on the beam, maintained proper sequence and 
order in the discussion, and summarized the 
consensus of the group. In the satisfied groups 
the leader carried the responsibility for such 
direction and control; he did not let the mem- 
bers do so. 

Another characteristic of satisfied confer- 
ence groups was that the members felt that 
they had been dealing with a timely, signifi- 
cant and important problem or situation. 


How Important Is Participation? 


Almost every conference manual stresses 
the importance of securing the participation 
of every member in the discussion. The as- 
sumption seems to be that if a member par- 
ticipates he will look more favorably upon the 
decision, be more inclined to feel that it is his 
own, and do what is expected of him to make 
the decision effective. Conferees themselves 
are inclined to comment after a meeting “That 
wasn’t a very good meeting because Jones 
didn’t even participate.” Examination of the 
data gathered in this conference study did not 
reveal any correlation between the extent to 
which an individual talks in a conference and 
his satisfaction with the decision. There just 
did not seem to be any relationship between 
the extent of individual participation and 
satisfaction with decisions reached. In the one 
study where there did seem to be a significant 
relationship between participation and satis- 
faction the person who talked the most was 
actually least happy with the conference. 

Although the degree to which conference 
members participated in the discussion did not 
seem to have any relationship with satisfac- 
tion, it was found that the degree to which the 
members felt free to express their opinions 
did bear a positive relationship to their satis- 
faction with the conference. The significant 
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finding would seem to be that it is not the 
extent to which everybody talks which pro- 
duces satisfaction, but rather the extent to 
which the individual conference members feel 
free to talk. It is apparent that when the 
members feel they have something to say 
they do not want any barriers raised against 
their freedom of saying it. This then seems 
to be the critical determinant which the leader 
should keep in mind—not to get everybody 
to talk but to make everybody feel perfectly 
free to talk. 


Size Not Important 


Within the size-range of the groups which 
were studied (5 to 17 members) size did not 
seem to be significantly related to conferees’ 
satisfaction with decisions reached. In the 
laboratory studies the size of the groups 
ranged from 3 members to 20 members, but 
again no relationship was found between the 
size of the group and satisfaction with the 
meeting. However, if individual members were 
asked whether they preferred large groups or 
small groups, the general response was that 
small groups were preferred. Doubtless there 
are limits to the size of a group which will 
work effectively, but from the results of the 
study we cannot categorically say that the size 
of the group, within the range 5 to 17 mem- 
bers, is an important factor in predicting the 
satisfaction the members will have with the 
meetings. 

When topics were treated in related order, 
proper sequence and with only one thing on 
the table at a time, conferees were better 
satisfied with the meeting. 

Where no cliques were represented in a 
conference group it possessed a high degree of 
cohesiveness. The absence of cliques char- 
acterized those groups which showed the 
greatest satisfaction with the conference and 
with decisions reached. The absence of these 
tight little interpersonal relationship groups 
precluded the generation of hostility and fric- 
tion. In consequence the members functioned 
as a total group and gained high satisfaction 
out of conferring together. 
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Special Significance of 
Cohesiveness 

The relationships between factors and satis- 
faction which have just been presented are 
consistent throughout all of the 72 conference 
groups observed. However, if the 72 groups 
are divided into those which were highly co- 
hesive and those which were characterized by 
low cohesiveness another significant finding 
is revealed. This is that the significance of 
the various factors in their effect upon satis- 
faction is of much greater importance in the 
groups where cohesiveness is low than in those 
where a friendly atmosphere prevails. This 
would seem to be an important finding be- 
cause it indicates that in conference groups 
characterized by friendliness, mutuality of 
goals, and absence of interpersonal conflict, 
the behavior of the leader and the way he 
operates exert less influence upon group satis- 
faction than where cohesiveness is lacking. On 


‘the other hand, the leader and the members 


would seem to have much more latitude in the 
way they behave during the conference where 
cohesiveness is great. 
Factors Influencing the Productivity 
of Conferences 


So far we have dealt with factors affecting 
the degree of satisfaction the members get 
from conferences. Our study had as another 
important objective the discovery of the fac- 
tors which influenced the productivity of con- 
ferences. We used as a criterion for measuring 
productivity the percentage of agenda items 
completed out of the total items introduced 
during the conference. For example, if an 
agenda included 8 items, and if all of these 
were discussed yet conclusions were reached 
on only 2 items, the productivity score of that 
conference would be 25 per cent. We were 
interested in discovering what kinds of factors 
had a significant effect upon this score. 

Our first finding on productivity was that 
the groups were not cohesive, those in which 
individuals were self-oriented rather than 
problem-oriented, were generally less produc- 
tive. 

19 


5 
) 
) 
| 
. 
| 
‘ 


Also the urgency of need for a decision was 
found to influence the productivity of a con- 
ference. Where the need was great the con- 
ference was generally more productive than 
where the need was less urgent. 

Still another factor which influenced pro- 
ductivity was the adequacy or inadequacy of 
factual preparation by the members before 
the conference convened. 

These three factors influencing productivity 
have implications for the conference leader. 
For one thing, he should try to create the 
feeling that the problem to be considered is 

important and urgent for each member. These 
factors also suggest the importance of having 
the members prepare to discuss the problem 
on the agenda. 


Other Conditions Affecting 
Productivity 

It was found also that the authority te 
make a decision bore an important relation- 
ship to conference productivity. “Authority” 
means the extent to which the group in- 
fluenced the final decision on a given issue and 
the implementation of that decision. It was 
found that the groups which were most dis- 
satisfied and least productive were those which 
did not have decisive influence upon the ac- 
tions to be taken on the questions put before 
them. They were groups that were given ad- 
ministrative and organizational problems 
which were actually beyond their scope of 
authority. These groups generally had their 
decisions amended or changed by persons of 
higher authority. This presents an administra- 
tive problem and shows the importance of 
clarifying to a conference group the area in 
which it is free to make decisions. 

The extent to which conference members 
were communicating effectively and were 
really understanding one another was another 
factor which correlated with the productivity 
of their discussions. The members of confer- 
ences characterized by high productivity 
“talked one another’s language” and were 
able to comprehend most if not all that was 
being said. Their reactions te one another, 
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therefore, were not confused by different inter- 
pretations of the same statements. In essence 
this means that semantical barriers must be 
removed if a conference is to be highly pro- 
ductive. 

Within the range of conference size studied 
(5 to 17 members) there did not seem to be 
any relationship between size and produc- 
tivity. The findings also seem to indicate that 
a group is not necessarily more likely to com- 
plete its agenda when the leader dominates 
the conference than when he does not 
dominate it. Conferences in which the leader 
exerted strong control did not seem to be any 
more productive than those in which the 
leadership functions were shared with the 
group members. This would seem to contradict 
the rather general belief that the only way in 
which you can get a group discussion to ac- 
complish anything is to have the leader exert 
strong control over the functioning of the 
conference and press toward a decision. 


Factors Which Promote Agreement 
Another aspect of conferences which was 


explored in this study was the identification 


of factors which tend to promote agreement. 
Obviously it would be best if complete agree- 
ment could be achieved on decisions reached. 
One factor which tended to produce agreement 
was the willingness of all group members to 
implement and effectuate their decisions. It 
was found that what an individual thinks 
ought to happen and what actually does hap- 
pen as the result of the decision bear an im- 
portant relation to how willing he is to carry 
it out. 

Groups which were primarily task-oriented 
were more likely to achieve agreement than 
groups which were primarily self-oriented. 

The effectiveness of communication in the 
group was another important factor influenc- 
ing agreement. Where the leader and members 
were communicating so that each understood 
what was being said by the others, the con- 
ference was more likely to reach unanimous 
agreement. 

Another condition which affected the degree 
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of agreement was the ability of the group to 
be constantly aware of its problem-solving 
function so that the conference did not bog 
down in lengthy discussions of minor details, 
some of which had little bearing on the prob- 
lem or its solution. Where such feelings were 
expressed as “We seem to be spending a lot 
of time on this detail” or “Let’s table that for 
a while and concentrate our attention upon 
the problem solution itself,” unanimous agree- 
ment was more likely to be accomplished. 

Groups whose members or leaders called 
attention to the fact that the group was grop- 
ing, was over-stressing details, or was being 
distracted by an irrelevant inter-personal 
struggle were able to deal with and remove 
these barriers to agreement. As in the case 
of conference productivity, it was found that 
groups which had adequate power and author- 
ity to deal with their problems were likely 
to agree upon decisions. 


Responsibilities of the Conference 
Leader 


These findings place rather specific respon- 
sibilities upon the conference leader. He should 
see that communication takes place at a level 
where all will understand and comprehend. 
He should introduce a sense of urgency and 
a feeling that the problem is important. He 
should clarify the authority of the group to 
reach a decision and define its area of free- 
dom to make a decision. 

When a person of superior status in an 
organization leads a conference of his subor- 
dinates he is faced with the problem of strik- 
ing a delicate balance between exerting control 
over the conference and at the same time 
maintaining a permissive atmosphere so that 
the process of conferring can take place. We 
tend rather generally to be critical of so-called 
“yes men.” However, where the superior-sub- 
ordinate status relationship is present in a 
conference it must be recognized that re- 
sponsibility is localized in the leader. The 
respect which his subordinates have for his 
status introduces a certain scepticism of group 
members into the group discussion process. 
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In our study it was often observed that the 
superior had a solution to the problem and 
that his subordinates in the conference were 
aware that he had called the conference to 
get the group to accept his solution. To be 
sure, he tried to give the impression that no 
solution was being imposed upon the group. 
In this attempt he often held back and let 
the group drift. This presented a rather impos- 
sible situation for both him and the group. 

It is our belief that the distinction which 
has been made between control of the process 
and control of the content may offer assistance 
in such a case. If the function of the leader 
is primarily that of controlling the way in 
which the group goes about solving its prob- 
lem, and if he does not necessarily dictate the 
content, he is on much sounder ground. He 
can still maintain control over the way in 
which the group proceeds without dictating 
how they are to decide. 


If the Superior Has His Solution 


If a superior ostensibly confers with his sub- 
ordinates on a problem, and yet he believes 
that he already has the best solution in mind, 
should he come out frankly and present his 
solution and the reasoning behind it, or should 
he stimulate his subordinates to discuss the 
issue freely? If he follows the latter pattern, 
and the subordinates discern the situation they 
will feel quite insecure, throw out tentative 
solutions, attempt to perceive his reactions to 
them, and then weigh each of his responses for 
clues to what he really wants. Where this 
process is going on the subordinates are likely 
to feel that they are being manipulated. They 
are just as likely to accept the superior’s solu- 
tion if he comes out bluntly with it at the be- 
ginning of the meeting as they are if he puts 
them through a lengthy discussion which ends 
up by reaching the same objective. 

Which of these two approaches should be 
used is determined in major part by the rela- 
tionship between superior and subordinates 
outside the conference day-to-day. If he is 
perceived by his subordinates as one who will 
not tolerate any kind of disagreement, then 
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he may as well come out with the solution in 
the beginning. If he does not do that in the 
conference his subordinates will cautiously feel 
their way to his solution anyway because they 
want to be sure they are on his side. They 
know that his gesture of telling them to ex- 
press themselves freely in the discussion is 
meaningless. On the other hand, if in his rela- 
tionships outside the meeting the superior is 
perceived as open-minded, democratic and 
flexible, he can successfully use the procedure 
of collaborative problem-solving in the con- 
ference. 

Although we are stressing conference leader- 
ship in this paper we should point out that 
a well disciplined discussion group can have 
considerable success even under mediocre 
leadership. Many of the conditions necessary 
for good conference functioning are created 
by the conferees themselves. In fact, they can 
influence the leader to establish conditions 
that increase the effectiveness of the confer- 
ence. For example, if the objectives are vague 
the members can insist that the objectives be 
made clear before proceeding further. If the 
discussion wanders off the track the members 
themselves can get it back on the track. If 
the leader fails to summarize as he should, 
there is no reason why the members cannot 
summarize a complicated discussion. 


Responsibilities of Members 


Considerable resistance exists on the part 
of conference members, especially if their su- 
perior is the leader, to assume responsibilities 
for the success of their conferences. The 
greater part of this resistance probably stems 
from a sense of insecurity in their relation- 
ships with the leader, both inside and outside 
the conference. Sometimes the leader per- 
ceives these assumptions of group leadership 
functions by the group members as a threat 
to his leadership and he resents them. None- 
theless, it is the total group and not just the 
leader alone that is responsible for the proper 
functioning of a conference. The members as 
well as the leader should become aware of 
procedural difficulties as they arise. These 
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should be brought before the group and dis- 
cussed. 

The development of a conference group 
which functions effectively, which is produc- 
tive, and which achieves a high degree of 
agreement and satisfaction, is neither a short- 
time process nor an easy one. Not only does 
it take time to develop a group which func- 
tions smoothly and effectively, but it requires 
continuing vigilance and effort to see that 
the group maintains its effective working rela- 
tionship. Since conferences are such important 
means for communication, organization and 
administration, the time and effort spent to 
make them productive and to increase the 
satisfaction the members get from them, can 
be a very profitable investment. 


Conclusion 


This study has indicated that some factors 
affecting the satisfaction of conference mem- 
bers with conference proceedings are: their 
understanding of the several functions of con- 
ferences; their knowing at the outset of any 
conference what its purpose is; the leader’s 
skillful adjustment of his actions to the pur- 
pose of the meeting at the particular time; a 
feeling by each member that the decisions 
reached have been sound; friendliness and 
unity among the members; their concentration 
upon the problem before them rather than 
upon self-advancement by means of their par- 
ticipation; leadership which is concerned with 
“procedure” rather than “content”; feelings 
by the members that the subjects or problems 
dealt with have been timely and important; 
and feelings by each member that he is quite 
free to talk on these subjects. Cohesiveness 
or unity within the group seems to accentuate 
the satisfaction which results from the other 
factors mentioned. 

The study has indicated that the following 
factors influence the productivity of confer- 
ences: cohesiveness or unity within the group; 
members who are problem-oriented rather 
than self-oriented; urgency of need for a deci- 
sion on the subject under consideration; ade- 
quacy of factual preparation by the members 
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for the discussion; influence they have over 
the final decision and over the implementation 
of the decision; and ready perception and un- 
derstanding by each member of the statements 
made by the others. 

Some factors which promote agreement 
among conferees appear to be the following: 
the willingness of the members to implement 
and effectuate their decisions; members who 
are task-oriented rather than self-oriented; 
the effectiveness of communication within the 
group, in the sense that each member readily 
understands what is being said by any of the 
other members; awareness by the members 
of the problem-solving function of their con- 
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ferences; awareness by the members of dis- 
tractions to the conference process by ir- 
relevant and immaterial comments; degree of 
influence which the group has over decisions 
and implementation of decisions; feelings of 
the members that the problems under con- 
sideration have been important; and under- 
standing by the members of the limits of their 
authority as a conference group. 

The research has shown that the members 
as well as the leader of a conference group 
are responsible for its results, and that their 
skill in participation is quite as important 
as the leader’s skill in the direction of the pro- 
ceedings. 
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Economics in Two Lessons 


l. Che Ballad of “Right Price” 


Great Whoopla, King of Hoomhomho, 
In Privy Council deeply swore, 

Some nineteen hundred years ago, 
That Profiteering made him sore. 

“Egad, it gets my goat,” he said: 

“Two bits is too darn much for bread! 


“Not only that my Kingdom cracks 
Beneath these Robber Barons’ tolls: 
The Lord perceives their heartless tax 
And marks for Doom their greedy souls. 
What think ye, Gents of High Renown— 
Shall we revise this tariff down?” 


The Council thought: “To buck a king 
At best were misdirected gall: 

Those prone to such a silly thing 
Were never Councilmen at all.” 

Their verdict was unanimous: 

“What, ho! that sounds like sense to us.” 


East and West and North and South 

The heralds rode throughout the land, 
With simple speech and ample mouth, 

That Profiteers might understand: 
“Hear ye!” they roared, with voice intense: 
“The Price of Bread is Thirteen Cents! 


“His Royal Nibs doth eke proclaim 
That whoso charges more for Bread, 
To brand his economic shame 
Shall lose his ears from off his head: 
Beware the Most Imperial Shears— 
Charge Thirteen Cents, and keep your ears!” 
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The bakers, just a bit abashed, 
So hearing, reasoned somewhat thus: 
“Though wheat is scarce, and we’ll be dashed 
If this won’t mean a loss to us, 
We loathe to run the risk of Hell 
And jeopardize our ears as well.” 


The price was Thus in every town; 

And South and North and West and East 
The proletariat swarmed down 

Like locusts to th’ Egyptian Feast: 
The price of wheat dropped half a plunk, 
And farmers would not plant the junk. 


The days took flight, and fortnights sped: 
Vox Populi exclaimed, “Immense!” 
“Sic semper Profiteers!” they said, 
And praised their Monarch’s Common Sense. 
One dinner-time, along with roast 
Whoop ordered up his usual Toast. 


The Waiter blushed a crimson hue 
Quite unbecoming such a lout, 

And stammered forth: “Would Crackers do? 
The Bread Supply has plumb run out!” 
Roared Whoop: “Hast tried the nearest store?” 
“Yea,” wept the knave: “There ain’t no more!” 


Then waxed the King exceeding wroth, 
As hungry kings are wont to do, 

And, swearing by his doubtful Troth, 
Ordered his land searched through and 
This was the net result that night: [through. 

The stock of Bread had vanished quite. 
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Quick summoned Whoopla to his side 
His meek Comptroller of Supplies: 
“WHEAT! and AT ONCE!” the Monarch 
[cried ; 
The wretch rejoined, with gusty sighs: 
“There ain’t no wheat! And, worse, I fear, 
There’s none been planted for next year.” 


Last, to his Minister of State, 
Sage Laran Gitis, Whoopla flew: 
“Larry, thy brain, at least, hath weight: 
What in the Heck are we to do?” 
The latter, ex cathedra, spoke: 
“Give heed, thou thick and regal Bloke: 


“Next time your Cabinet and You 
Contemplate fixing price, please look 
At Sub-Head Three, page Fifty-two 
Of Freddy Taylor’s well-known book: 
You got yourselves in all this fix 
By being Economic Hicks. 


“Why, any college Soph would know, 
Who took Ec One, and pulled a “D,” 
That prices, if you let them go, 
Will guide our conduct prop-er-lee— 
Increase supply, curtail demand 
When Wheat is scanty—understand? 


ll. Che Busted Chermostat 


“When every Jehu stocks his shelf 
With Bread that’s cheap, but should be 
Important Persons, like Yourself, [dear, 
May go without it, do you hear? 
And Competition, don’t forget, 
Will fix a Price that’s Right—you bet! 


“Then,—there’s the Farmer—don’t you see? 
The only Wheat that he will grow 
Will be what he can eat; and he 
Acts sensibly in doing so. 
The Long Run, Whoopla—there’s the rub! 
And, Broadly Speaking, you’re a dub.” 


And thus and thus, and so and so 
Into the regal ears was dinned, 

Till Whoopla rose at length to go, 
Quite vanquished by superior wind. 

The chances are, when he withdrew, 

He knew as much as Soph’mores do. 


At any rate, he styled himself 
A Proselyte of Lay-Say Fare. 


Forthwith, his Empire, as to Pelf, 


Beheld no equal anywhere. 
And this became his proudest boast: 
“T never fail to get my Toast!” 


MORAL:—(Heh, heh!) 


If you would see your land wax fat, 
Don’t Meddle with the Thermostat! 


Protected by the hidden hand 

Of moderate /aissez-faire 

King Whoopla’s happy little land 
Lay prospering many a year, 

As prices, neither low nor high, 
Equate demand with its supply, 


And Butcher, Baker, Soldier, Sailor, 
Rich Man, Poor Man, Beggerman, Thief, 
Rejoiced in Truth as taught by Taylor, 
And no misfortune brought them grief, 
(Knowing that evils only come 

From price disequilibrium). 


1952 


Kenneth Boulding 


Professor of Economics, University of Michigan 


But now alas a cloud arose 

As you will often find, 

For lo! although production grows, 
Consumption lags behind: 

The consequent Accumulation, 
Producing signs of sharp deflation. 


So while King Whoopla takes his ease, 
(The crops are good, the weather fine) 
As smitten by a strange disease 

Down creeps the trend-of-business line, 
And round the factory corners lurk 
Long lines of people wanting work. 
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At first the monarch flat denied 
That anything could be amiss, 

For was not laissez-faire the guide 
To every economic bliss? 

No need to call the system busted— 
It’s just a little maladjusted! 


But as distress and trouble grew 
The king called in his learned sages 
(Those dignified professors who 
Transmit the wisdom of the ages) 
And asked them all to diagnose 
These quite unprecedented woes. 


They talked of costs, they talked of prices, 
Of disproportions and of lags, 

And various economic vices 

That make for turns and dips and sags, 
But all agree, the answers come 

In Long-Run Equilibrium. 


But then a rash youth spoke—‘“Who gains 
From this poor status quo upholding? 

I learned by Ec from Maynard Keynes, 
Interpreted by Kenneth Boulding. 

Silence more eloquent than words 

Fell on those shocked and learned birds. 


Mistaking silence for consent 

(As intellectuals often do) 

As if on self-destruction bent 

The youth went on to air his view, 
Maintaining, with an unbowed head, 
That in the long run all are dead! 


With pert remark and airy stance 

He then proceeded to expound 

The charms of deficit finance 

In words more flippant than profound, 
In Daniel Webster’s words professing 
How Public Debt is Private Blessing. 


It’s wrong to save too much, he said, 
(Turning the theme in all its facets) 
Income is from expenses bred 

And public debt is private assets 

And so (I hope you catch the drift) 
Extravagance is really thrift! 


Said Whoopla—if I feel the urges 

To spend as freely as I like, 

That my extravagance, or splurges, 

Will other money incomes hike? 

Why! said the youth—Great ball of fire, 
You Understand the Multiplier! 


Fine, said the king, start public works, 
Build me a large expensive palace! 

In such extravagance there lurks 

No hint of wickedness or malice, 

For from my tendency to sin comes 

A rise in other people’s incomes! 


On every side the buildings reared, 
Harems sprang up throughout the nation; 
Soon unemployment disappeared, 
Succeeded by a wild inflation, 

And pretty soon our poor King Whoop 
Was in a different kind of soup. 


People of every rank and sort 
Complain about the rising prices; 
The country finds its dollars short 
And has an economic crisis, 

And through the miserable nation 
Rises the talk of abdication! 


A brief revolt among the scholars, 
Forced the unhappy king to flee; 
He, having kept his funds in dollars, 
Became a prosperous refugee, 
Enjoying the succeeding era 

In basking on the Riviera. 


The moral of this sorry tale 

Is much too obvious to mention 
Don’t trim your craft to every gale 
Of intellectual invention, 

And think, no matter what you try 
In every ointment there’s a fly. 
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A summary of the findings of several careful 
research studies of workers and management 


The Human Factors Underlying 
Industrial Productivity 


E motivation of workers on the job is a 
problem which was long neglected but 
which has recently begun to receive the con- 
centrated attention of social scientists, of man- 
agement, and of government. There are a 
number of reasons for the historic disregard 
of the human factors underlying industrial 
productivity, which has been common to al- 
most every industrialized country in the world. 
For one thing, the expansion and mastery 
of industrial technology has commanded the 
bulk of our effort and attention, and the re- 
wards of our increasing technical efficiency 
have on the whole justified our preoccupation 
with this area of development. 

Second, the limited markets and ample labor 
supply which have been characteristic of much 
modern history created conditions in which 
there was strong motivation for the employee 
to meet the demands of the organization for 
which he worked. He was competing for his 
job, and he retained his job only so long as 
his performance was judged to be satisfactory. 

Moreover, the prevailing philosophy of man- 
agement held that men worked only because 
they had to, and only as much as they had to. 
Since this was man’s nature, one of the major 
functions of effective management was to 
make the results of inadequate performance 
sufficiently unpleasant so that a kind of 
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forced, negatively-created efficiency would be 
maintained. 

Recent years have done much to change 
this approach to achieving industrial produc- 
tivity. Changed economic conditions have 
created wide-spread labor shortages. Labor or- 
ganizations and managements have agreed on 
seniority rulings and personnel procedures 
which eliminate many of the negative sanc- 
tioning powers which were once considered 
management’s prerogatives. And we have 
learned enough about human nature to ques- 
tion the long-range effectiveness and economy 
of penalties and punishments as means of 
creating motivation. 

The major tasks ahead include the discovery 
of which of our present management practices — 
work best, what new techniques would repre- 
sent improvements, and how such skills can 
be learned. Research along these lines is being 
conducted in many places. The results sum- 
marized in this report are based primarily on 
findings from the Human Relations Program 
of the Survey Research Center, University of 
Michigan. 


Method of Research 


There are many ways in which we can ac- 
quire knowledge about the human factors 
underlying productivity. One important way 
is to study “live,” ongoing organizations in 
order to learn what accounts for their failures 
and successes in motivating employees. For 
example, we might find that the work groups 
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in a large factory could be ranked according 
to their effectiveness, and that the ranking 
revealed cases in which work groups differed 
in productivity, even though they were doing 
similar jobs under similar conditions. We 
might then attempt to learn by means of inter- 
views, questionnaires, and observation what 
things the high-producing supervisor does 
which the low-producing supervisor does not 
do. We might also learn what attitudes and 
what relationships among workers and be- 
tween workers and supervisors are character- 
istic of high-producing groups. By repeating 
such research in various situations, we gradu- 
ally discern the pattern of organization and 
the interpersonal relationships which are as- 
sociated with high productivity. 

The final test of such knowledge is, of 
course, its application. If the results of such 
research make it possible to raise productivity 
by changing attitudes, relationships, and su- 
pervisory skills, then we can indeed claim to 
have learned some of the human factors un- 
derlying industrial productivity. 

This testing process can be carried out in 
part by social scientists. Ultimately, however, 
most research findings are tested in use, by 
practitioners. The findings with respect to 
human motivation and productivity will be 
no exception. Some of the major findings in 
this area are summarized in the following 
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The Leadership Function | 


The supervisor with the better productive 
record plays a more differentiated role than 
the supervisor with the poor productive 
record; that is, he does not perform the same 
functions as the rank and file worker, but 
assumes more of the functions traditionally 
associated with leadership. Foremen of rail- 
road section gangs, for example, were found 
to differ with respect to the amount of time 
they spent in planning the work and per- 
forming special skilled tasks. In general, the 
foremen with the better production records 
devoted more time to these aspects of their 
work, according to their own report, and they 
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were perceived by their men as _ possessing 
superior planning ability. Similarly, in a 
company manufacturing heavy agricultural 
and road-building equipment, both the fore- 
men and the men of high-producing sections 
evaluated the quality of planning as superior 
to that of most other groups. 

Another indication of the ability of the 
high-producing superior to differentiate his 
own function from that of the men is the 
amount of time which he gives to the work 
of actual supervision, as contrasted to the 
time allocated to activities which are not 
uniquely those of the supervisor. In the 
studies of clerical workers, railroad workers, 
and workers in heavy industry, the super- 
visors with the better production zecords gave 
a larger proportion of their time to super- 
visory functions, especially to the inter-per- 
sonal aspects of their job. The supervisors of 
the lower-producing sections were more likely 
to spend their time in tasks which the men 
themselves were performing, or in the paper- 
work aspects of their jobs. 

The reverse side of this picture was also 
revealed in the railroad study, in which state- 
ments made by the section hands in low-pro- 
ducing sections indicated a tendency for an 
informal leader to arise in these sections. For 
example, in the low sections there was more 
frequently some one member of the group 
who “spoke up for the men when they wanted 
something.” Apparently the informal organi- 
zation in the low groups compensated in some 
respect for the abdication or mis-directed 
leadership of the foremen, but not without 
some losses in total effectiveness. 


Closeness of Supervision 


A second major difference between high and 
low-producing supervisors is the closeness with 
which they supervise, as contrasted with the 
degree to which they delegate authority. Al- 
though the high supervisors spend more time 
performing the supervisory functions, they do 
not supervise as closely as their low-producing 
colleagues. In an insurance study, low-produc- 
ing supervisors were found to check up on 
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their employees more frequently, to give them 
more detailed and more frequent work instruc- 
tions, and in general to limit their freedom to 
do the work in their own way. In a company 
manufacturing earth-moving equipment, the 
high-producing workers reported more often 
that they set their own pace on the job. 
There is a great deal of evidence that this 
factor of closeness of supervision, which is 
very important, is by no means determined 
at the first level of supervision. Rather, the 
first-level supervisor tends to offer to his men 
the style of supervision which he experiences 
with his own superior. Or to put it another 
way, the style of supervision which is charac- 
teristic of first-level supervisors reflects in 
considerable degree the organizational climate 
which exists at higher levels in the manage- 
ment hierarchy. Among the many findings 
which bear out this interpretation are the fol- 
lowing: In the insurance study the low-pro- 
ducing supervisors reported that they were 
under closer supervision from above than did 
the high-producing supervisors. In an agri- 
cultural equipment factory, foremen of high- 
producing sections indicated relatively more 
freedom or scope of authority. They stated 
that they were able to plan their own work 
as much and as far ahead as they wanted to. 
In a railroad study there was a tendency for 
the foremen of high-producing gangs to report 
relatively less pressure from above and to 
be more satisfied with the amount of authority 
which they had on their job, although these 
findings were not statistically significant. 


Employee-orientation 


A third aspect of supervision which has 
been demonstrated to be consistently related 
to productivity is a syndrome of character- 
istics which can be called “employee-orienta- 
tion.” 

The employee-oriented supervisor, in con- 
trast to the production-oriented, or institu- 
tion-oriented supervisor gives major attention 
to creating employee motivation. The specific 
ways in which he does this may vary from 
situation to situation, but they contribute to 
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a supportive personal relationship between 
himself and his work group members. 

In the railroad study, the workers in high- 
producing groups more frequently character- 
ized their foremen as taking a personal interest 
in them and their off-the-job problems. This 
finding was repeated in a study in heavy in- 
dustry, in which the high-producing employees 
reported that their foreman took a personal 
interest in them. A related finding came from 
the report of the foremen indicating that the 
high-producing foremen were more likely to 
say that the men wanted them to take a per- 
sonal interest in them, whereas the low-pro- 
ducing foremen were more likely to have the 
perception that the men resented such a 
demonstration of interest. 

It is quite possible that this difference in 
perception is in part cause and in part effect. 
The low-producing foreman has a less satis- 
factory relationship with his employees and 
he may well be right in thinking that they 
want no more of the kind of relationship 
which he offers. At the same time, his con- 
viction that they wish to minimize the rela- 
tionship undoubtedly contributes to the psy- 
chological distance between him and the work 


group. 
Attitudes of the Supervisor 


Even more consistent relationships were 
found in those behavior areas which not only 
reflect smooth interpersonal dealings, but also 
offer tangible evidence of the supportive in- 
tentions of the supervisor. In the railroad 
study the high-producing foremen were said 
by their men to be more understanding and 
less punitive when mistakes were made. They 
were also more likely to groom employees for 
promotion by teaching them new things. 

In the insurance study, the high-producing 
supervisors were more employee-oriented and 
less production-oriented than their low-pro- 
ducing colleagues. The low supervisors em- 
phasized production and technical aspects of 
the job and tended to think of their employees 
as “people to get the work done,” in contrast 
to emphasizing training people, taking an in- 
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terest in employees and considering them pri- 
marily as individual human beings. 

In the same study the supervisors were 
asked this question: “Some people feel the 
job of supervisor is tough because they stand 
between the workers and management. Do you 
feel that this is a problem?” The high-produc- 
ing supervisors were predominantly employee- 
identified, according to their report. The 
low-producing supervisors were, for the most 
part, management-identified. This general 
statement was borne out by the supervisors’ 
reactions to two aspects of company policy 
which at the time of the study constituted 
problems in morale or employee motivation. 
In both of these areas, the placement policy 
and the dining room set-up, the high-produc- 
ing supervisors were more critical and more 
aware of the situations as sources of employee 
disaffection than were the low-producing 
supervisors. 

In the study of industrial workers there was 
a whole cluster of findings which seems to fit 
this framework. The employees with highest 
production records were more likely to report 
a good overall relationship with their foreman, 
in terms of the quality of his supervision, 
the way they got along with him, and the 
interest he took in them. In addition, they 
reported good communications with him; they 
said that the foreman let them know how they 
were doing, that he was easy to talk to, that 
it usually helped to talk over a problem with 
him, and that he took care of things right 
away. (This indicates both a supportive re- 
lationship and an effective role in the larger 
structure.) It is perhaps a reflection of the 
importance of the supervisor’s ability to under- 
stand and identify with the employees that in 
this study the foremen who had previously 
belonged to a labor organization had better 
production records than those who had not. 

In this study also, the employee-identifica- 
tion of the higher-producing supervisors was 
associated with a greater criticism of certain 
company policies, although at the same time 
high-producing supervisors were better satis- 
fied with many aspects of their own jobs, and 
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felt that their own supervisors were well 
pleased with their work. But it was the high- 
producing foremen who in greater numbers felt 
that their own supervisors were doing less than 
a very good job, and were no more than fairly 


good at handling people. 


Group Relationships 


The fourth factor which seems to be emerg- 
ing as a major determinant of productivity in 
industrial situations might be termed group 
cohesiveness, or pride in work group. This 
variable was tentatively identified in the in- 
surance study. Employees in the higher-pro- 
ducing groups tended to express greater pride 
in their section (work group) and in their 
division. This was based on overall coded 
ratings of the interview content and also on 
specific responses to the question “How do 
you think your section compares with other 
sections in the company in getting a job 
done?” 

Several interpretations of this finding are 
possible. On the one hand it is conceivable 
that the employees in high-producing groups 
were simply reporting what they know to be 
the objective fact—that their groups had su- 
perior work records. However, it is also pos- 
sible that pride in work group was the cause 
and high productivity the effect. Finally, and 
perhaps most probably, there is the possibility 
that pride in work group and productivity are 
inter-acting variables, and that an increase in 
either one tends to bring about an increase in 
the other. 

In the railroad study, both the men and 
the foremen in high-producing groups evalu- 
ated their group performance as better than 
most, even though they had no formal 
channels of communication through which to 
learn of the productivity of other groups. 

In the factory manufacturing earth-moving 
equipment, this factor was further explored. 
It was found that high-producing employees 
more often said that their groups were better 
than most others at putting out work. They 
also reported that they felt they were “really 
a part of their group,” in contrast to the 
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lower producers who were more likely to say 
that they were “included in some ways but 
not in others,” or that they did not really 
feel that they were members of the group. 
Moreover, foremen of the higher-producing 
groups cited their sections as better than most 
in the way in which their men helped each 
other out on the job. Foremen of low-produc- 
ing groups said their sections were not as 
good as most in this respect. Nor were these 
responses merely reflecting some general af- 
fect for the group. There was no difference 
between high and low producers in the char- 
acteristics they ascribed to their groups in the 
areas of skill, know-how, education, and the 
like. All this tends to support the notion of 
team spirit or pride in work group as a factor 
in productivity. 


Needs and Attitudes of Workers 


The large number of factors which appear 
to affect worker motivation and productivity 
emphasizes the complexity of the problem. 
People have many specific wants and needs 
which they try to meet on the job and else- 
where. These needs are likely to include 
money, prestige or status, approval of those 
in positions of authority, high regard from 
other workers or colleagues, and perhaps some 
feeling of progress or “upward mobility.” 

The intensity of these needs varies for dif- 
ferent individuals, and it is likely that these 
specific needs are reflections of some more 
general human drives. A number of the spe- 
cific relationships between supervisory be- 
havior and productivity suggest that the high- 
producing supervisor more adequately meets 
the needs of the people he supervises. The 
better communication, the constructive han- 
dling of mistakes, the interest in off-the-job 
problems, the grooming of people for better 
jobs all fit this pattern. In short, the whole 
constellation of attitudes and behaviors which 
we have called “employee-orientation” is a 
reflection of the extent to which the supervisor 
conceives of his job as consisting to an im- 
portant extent of meeting employee needs. 

Motivation to produce, however, depends 
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not only on the strength of needs, but also on 
the extent to which the employee believes 
that proficiency on the job will contribute to 
meeting those needs. For example, if the em- 
ployee feels that rewards and advancement 
depend upon personal preference rather than 
on demonstrated ability, we would not expect 
his need for advancement to result in in- 
creased motivation to excel on the job. It 
would be more likely that he would devote 
his efforts to gaining the personal favor of 
his superiors. It is the policies and practices 
of management and the behavior of super- 
visors which determine the workers’ percep- 
tions of the consequences of high productivity, 
and therefore their motivation to produce. 

Another determinant of productivity which 
is suggested by the research results which we 
have discussed is the extent to which other 
motivations may conflict with the motivation 
to produce. Roethlisberger and Dickson, Coch 
and French, and others have thoroughly docu- 
mented the power of the work group to re- 
strict production. If the worker finds that he 
can maintain the respect of his colleagues 
only by restricting production, it is likely that 
he will hold his production rate down in spite 
of incentives to the contrary. The ability of 
management to involve the work group in the 
determination and achievement of the organi- 
zation’s goals can minimize this type of con- 
flict. 

A final factor which can be inferred from 
these research results might be thought of as 
the ratio between the amount of energy de- 
manded of the worker and the extent to which 
his needs are satisfied. If the production goal 
is unattainable, it is likely to be rejected even 
if the positive motivation is strong. Here 
again, the skills of the supervisor in involving 
the group in the setting and acceptance of 
goals appears to be of crucial importance. 


Utilizing Research to Achieve 
Productivity 
The achievement of greater organizational 
effectiveness through improved human rela- 
tions practices is essentially a problem in 


changing people. The question, then, is under 
what circumstances people are most likely to 
acquire increased insight into their own be- 
havior as supervisors and administrators, in- 
creased sensitivity to the needs of their sub- 
ordinates, and increased skills with respect to 
the factors which we have found to be related 
to productivity. There are many ways ir 
which progress can be made toward these 
goals. 

1. Training—Perhaps the most traditional 
way of approaching the problem is by means 
of training courses or conferences. The con- 
tent of such courses could be built on the 
research results which we have presented, and 
the techniques of modern training and con- 
ference leadership utilized to achieve under- 
standing and acceptance of the principles sug- 
gested by research. 

2. Organizational change—Direct changes 
in policies and procedures can also be insti- 
tuted for the purpose of creating circum- 
stances more favorable to the kind of super- 
visor-subordinate and work group relation- 
ships which have been found to promote high 
productivity. For example, delegation of au- 
thority might be achieved by official changes 
in the functions to be performed at given 
levels in an organization. 

3. Feed-back of research results—Another 
approach to increasing the awareness of 
people in management to the human factors 
underlying productivity is to make available 
information regarding their own activities as 
supervisors, and the reactions of their sub- 
ordinates to the supervision which they re- 
ceive. This may become a rather elaborate 
process, since it requires that research be done 
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in the organization itself, rather than that 


generalizations from other organizations be 
translated for specific use. The advantages of 
the feed-back process are important, however. 

First, the use of data about a supervisor’s 
own operations promotes a high degree of per- 
sonal involvement. This kind of involvement, 
skillfully used, increases the probability that 
the results will be understood and emotionally 
accepted, and yields positive drive to do some- 
thing about the inadequacies which are re- 
vealed. 

Second, changes in attitudes and behavior 
are more likely to occur as the result of self- 
analysis than as the results of wise counsel 
from outside. The use of data from a super- 
visor’s own operations offers the possibility of 
letting him work through the analysis, letting 
him develop for himself the implications of 
the research findings for his work. This im- 
plies, of course, that the research person 
participates in the process, and that he makes 
available to the supervisor the research skills 
and facilities which will test the hunches and 
insights which the supervisor develops from 
studying the data contributed by his col- 
leagues and subordinates. 

It is clear that organizational change is 
typically slow and laborious, and that social 
research has provided no formula by which it 
can be achieved. It is equally clear, however, 
that human, non-technical factors have an im- 
portant effect on productivity—and that these 
factors can be identified and utilized in indus- 
trial organizations. Our skills in research and 
utilization of research in this area may be 
vital in the attainment of national and inter- 
national goals. 
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